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CHAPTER 42

An Act to amend The Corporations
Tax Act, 1972
Assented to June 12th, 1973
Session Prorogued March 5th, 1974

MAJESTY, by and with the advice and consent of the
H ERLegislative
Assembly of the Province of Ontario, enacts as
follows:
t.-(1) Clause c of subsection 2 of section 2 of The Corporations ~~~~J~l·
Tax Act, 1972, being chapter 143, is amended by striking
out "77" in the second line and inserting in lieu thereof
"76".

(2) Clause c of subsection 3 of the said section 2 is amended by~;,~:;,>J~J·
striking out "77" in the second line and inserting in lieu
thereof "76".

2. Subsection 8 of section 7 of the said Act is repealed and the re-enacted
s. 7 (8),
following substituted therefor:
(8) The fact that a non-resident corporation in a fiscal es
Petrmb":nhent t
a 1lB men
year produced, grew, mined, created, manufactured, fabricated,
improved, packe·d, preserved or constructed in whole or in part
anything in Canada whether or not the corporation exported
that thing without selling it prior to exportation, or the fact
that a non-resident corporation produced or presented any
form of entertainment by means of a performance on a public
stage or in an auditorium or other public place in Canada,
shall of itself, for the purposes of this Act, be deemed to
mean that the corporation maintained a permanent establishment at any place where the corporation did any of those
things in the fiscal year.
3. Su b~lause iv of clause f of subsection 17 of section 17 of the said (/n~'.l
Act JS repealed.
·
repealed

4. Clausel of subsection
1 of section 22 of the said Act is repealed s.22(ll(l)ct.
.
re-enacte
and the followmg substituted therefor:
(l) five-twelfths of the aggregate of amounts each of which Mf anagetmenctt

.
.
f
is an amount m respect o ,

ee, ren .an
similar
payments

1-±2

Cha p . -!2
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(i) a management or administration fee or charge,

(ii) a rent, royalty or a similar payment, and

1970-71.
c. 63\Can.J

s. 24,

amended

No deduction
in respect of
property in
certain
circumstance s

(iii) a right in or to the use of motion picture
films or films or video tapes for use in conn ection with television that have been or arc
to be used or reproduced by the corporation
in Canada,
that were paid or credited, or deemed to be paid or ..
credited, in the fiscal year to a non-resident person
with whom the corporation was not dealing at arm's
length to the extent that such amounts were subjected to taxation under paragraph a, d or e of
subsection 1 of section 212 of the Income Tax Act
(Canada) or subsection 5 of that section, except that
subclause ii docs not apply where an amount is paid
or credited or deemed to be paid or credited to a
non-resident person that is a corporation liable to the
taxes imposed under this Act by virtue of clause b
of subsection 2 or 3 of section 2.
5. Section 24 of the said Act is amended by adding thereto the
following subsection:

(9a) Clause p of subsection 1 docs not apply to allow a
deduction in computing the income of a corporation for a
fiscal year from a business where the corporation has, in the
fiscal year, sold, pledged, assigned or in any other manner
disposed of any security received by it as payment in whole
or in part for the sale of property in respect of which the
corporation has, in that or a previous fiscal year, been
allowed a deduction under that clause.

s. 51 (2),
amended

6. Subsection 2 of section 51 of the said Act is amended by striking
out "\Vhere at any time an option described in subsection 1,
other than an option the consideration for the granting of which
is an amount described in subclause v of clause b of subsection
12 of section 63 paid pursuant to an agreement described in that
subclausc, that has been granted by a corporation after 1971
expires" in the first, second, third, fourth, fifth and sixth
lines and inserting in lieu thereof "Where at any time an
option granted after 1971 by a corporation to acquire sha res
of its capital stock or bonds or debentures to be issued by it,
other than an option the consideration for the granting of
which is an amount described in subclause v of clause b of subsection 12 of section 63 and paid pursuant to an agreement
described in that subclausc, expires".

s. 98 (lJ( b ),
amende d

7. Clause b of subsection 1 of section 98 of the said Act is amended

by striking out "subsection 1" in the ninth line and inserting
in lieu thereof "clause a".
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8.-(1) Clause a of subsection 1 of section 109 of the said Act ~~O:n~iJa).

is amended by striking out "as defined by paragraph b
of subsection 6ofsection 131 of the/ ncome Tax Act (Canada)" ~~~n~an.J
in the third, fourth and fifth lines.
s.109(2),
(2) Subsection 2 of the said section 109 is repealed and the re-enacted
following substituted therefor:

(2) Where a corporation has in a fiscal year become Capita.I
.
.
.
.
gains refund
entitled to a refund by virtue of subsect10n 2 of sect10n 131 to mutual
of the Income Tax Act (Canada), the Minister,
~~~goration

(a) may, upon mailing the notice of assessment for the
fiscal year, refund without application therefor an
amount (in this section referred to· as its "capital
gains refund" for the fiscal year) equal to the lesser
of,
(i) 6 per cent of the aggregate of,

(A) all capital gains dividends paid by the
corporation in the fiscal year, and
(B) its capital gains redemptions for the
fiscal year, and
(ii) the corporation's refundable capital gains tax
on hand at the end of the fiscal year; and
(b) shall make such a refund after mailing the notice
of assessment if application therefor has been made
in writing by the corporation within four years from
the end of the fiscal year.
(2a) Where a corporation had a permanent establishment ~~~r;: 0 n
in a jurisdiction outside Ontario during a fiscal year in respect capita.I gains
of which subsection 2 applies, the capital gains refund other- refund
wise determined under subsection 2 shall be that proportion
thereof that the taxable income of the corporation that is
deemed to have been earned in Ontario for that fiscal year
for the purposes of section 103 bears to its total taxable income
or, where its taxable income is nil, the capital gains refund
otherwise determined under subsection 2 shall be that proportion thereof that the corporation's taxable paid-up capital
that is deemed to have been used in Ontario for that fiscal
year for the purposes of section 132 bears to its total taxable
paid-up capital.
(3) The said section 109 is amended by adding thereto the ~·~~~ded
following subsections:

Chap . .t2
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(S) In this section,
(a) "capital gains dividend account" of a mutual fund

corporation at any time means the amount, if any,
by which ,
(i) it s capital gains from dispositions of property
after 1971 and before that time while it was a
mutual fund corporation,
exceeds
(ii) the aggregate of,
(A) its capital losses from dispositions of
property after 1971 and before that time
while it was a mutual fund corporation,
(B) all capital gains dividends that become
payable by the corporation before that
time and after the end of the last
fiscal year ending before that time, and

(C) all amounts each of which is an amount
in respect of any fiscal year of the corporation ending before that time
throughout which it was a mutual fund
corporation, equal to 16% times its
capital gains refund for that fiscal
year;
(b) "capital gains redemptions" of a

mutual fund
corporation for a fiscal year means that proportion
of,

(i) the aggregate of,
(A) 16% times its refundable capital gains
tax on hand at the end of the fiscal
year, and
(B) the amount, if any, by which the
aggregate of the fair market value
at the end of the fiscal year of all of the
issued shares of its capital stock and all
amounts each of which is the amount
of any debt owing by the corporation,
or of any other obligation of the corporation to pay an amount, that was
m1t<:.tanding at that time exceeds th e
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aggregate of the cost amounts to it at
that time of all of its properties and
the amount of any money of the corporation on hand at that time,
that
(ii) the aggregate of amounts paid by it in the
fiscal year on the redemption of shares of its
capital stock
is of
(iii) the aggregate of the fair market value at t he
end of the fiscal year of all of the issued shares
of its capital stock and the amount determined under subclause ii in respect of the
corporation for the fiscal year; and
(c) "refundable capital gains tax on hand" of a mutual

fund corporation at the end of a fiscal year means
the amount, if any, by which,
(i) the aggregate of amounts each of which is an
amount in respect of that or any previous
fiscal year throughout which it was a mutual
fund corporation, equal to 12 per cent of the
lesser of its taxable income for the fiscal year
and its taxed capital gains for the fiscal year,
exceeds
(ii) the aggregate of amounts each of which is
an amount in respect of any previous fiscal
year throughout which it was a mutual fund
corporation, equal to its capital gains refund
for the fiscal year.
(6) In subsection 5, "taxed capital gains" of a corporationldem
for a fiscal year is the amount, if any, by which,
(i) its taxable capital gains for the fiscal year
from dispositions of property,
exceeds
(ii) the aggregate of its allowable capital losses
for the fiscal year from dispositions of property
and the amount, if any, deductible under
clause b of subsection 1 of section 99 for the
purpose of computing its taxable income for the
fiscal year.

145

1-!6
s. IZ2lllul.
N'-en.r\eted
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s. 122,
a mended
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but10:0 made
to members or
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( 1) Clan5e i of subsection 1 of section 122 of the said Act is
repealed and the following substituted therefor:

(i) a club, society or association organized and operated
exclusively for social welfare, civic improvement,
pleasure or recreation, or for any other purpose
except profit, which has not in the fiscal year or in
any previous fiscal year distributed any part of its
income to any proprietor, member or shareholder
thereof, or appropriated any of its funds or property
in any manner whatever to or for the benefit of any
proprietor, member or shareholder thereof.
(2) The said section 122 is amended by adding thereto the

following subsection:
(la) Where a corporation described in clause i of subsection 1,
(a) has in the fiscal year distributed any part of its
income or distributed or otherwise appropriated any
of its funds or property in any manner whatever to
or for the benefit of any proprietor, member or
shareholder thereof, such corporation shall be liable
to the taxes imposed under this Act for the fiscal
year in which the distribution is made and for subsequent fiscal years, and in computing its income
for the fiscal year in which the distribution is made,
it shall include the aggregate of its income of all
previous fiscal years;
(b) has, after 1971, distributed any of its income or
distributed or otherwise appropriated any of its
funds or property in any manner whatever to or for
the benefit of any proprietor, member or shareholder
thereof on the winding up or discontinuance of its
business, the corporation shall be deemed to have
received income in that fiscal year equal to the
amount, if any, by which the amount of the funds
and the value of the property distributed or appropriated, as the case may be, exceeds the aggregate
of,

(i) amounts paid in by proprietors, members or
shareholders on account of capital, and
(ii) that part of the corporation's surplus that is
attributed to income that was exempt under
this section other than taxable capital gains.
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10.-(1) Clause a of section 123 of the said Act is amended by!,"J:i~n~iii
striking out "upon its taxable paid-up capital" in the
second Line and inserting in lieu thereof "calculated upon
its taxable paid-up capital".

(2) Clause b of the said section 123 is amended by striking s.123~)d
out "upon its taxable paid-up capital employed in Canada" amen e
in the second and third lines and inserting in lieu thereof
"calculated upon its taxable paid-up capital employed in
Canada".
11.-(1) Clause d of section 126 of the said Act is repealed and~e~!~~~i·ed
the following substituted therefor;

(d) all sums or credits advanced or loaned to the corporation by its shareholders directly or indirectly
or by any other corporation; and

adding thereto the s.amended
126.
(2) The said section 126 is amended b"
.J
following subsection:
(~) Notwithstanding subsectio.n . 1, the taxa.ble paid~up ~:i~~~be
capital of a bank for a fiscal year 1s its taxable paid-up cap1tal ca~ital
as it stood at the close of the fiscal year, and includes,
of anks

(a) its paid-up capital stock;
(b) its reserve fund; and
(c) its undivided profits.
12. Section 127 of the said Act is amended by adding thereto the~J:i~~ded
following subsection :

(2a) Subsections 1 and 2 do not apply to any corporation Exception
to which subsection 2 of section 126 applies.

13. Section 128 of the said Act is amended by adding thereto the s. 12s.d d
· su b section
· :
amen e
followmg
(2) Subsection 1 does not apply where the business of the ~~swess
corporation was carried on entirely in Canada, and in any ca~aJ'am
such case, the corporation's taxable paid-up capital employed
in Canada shall be determined in accordance with the provisions
of Division B of this Part.
14. Section 131 of the said Act is repealed and the following~e:!~acted
substituted therefor :
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131.- ( I) Except as provided in subsection 2, the tax payable
under this Part by a corporation for a fiscal year calculated
upon its taxable paid-up capital or taxable paid-up capital
employed in Canada, as the case may be, in this subsection
referred to as the "amount taxable", is one-fifth of 1 per cent
of the amount taxable.

(2) The tax payable under this Part by a bank for a fiscal
year calculated upon its taxable paid-up capital, in this subsection referred to as the "amount taxable", is two-fifths of
1 per cent of the amount taxable.
15. Section 132 of the said Act is repealed and the following

substituted therefor:

Deduction
from tax
on paid-up

132.-(1) Except as provided in subsection 2, there may be
deducted from the tax otherwise payable under this Part by a
corporation for a fiscal year an amount equal to one-fifth of 1
per cent of that portion of the taxable paid-up capital or
taxable paid--up capital employed in Canada, as the case may be,
which is deemed to be used by the corporation in the fiscal year
in each jurisdiction outside Ontario determined under rules
prescribed by the regulations.

Idem

(2) There may be deducted from the tax otherwise payable
under this Part by a bank for a fiscal year an amount equal
to two-fifths of 1 per cent of that portion of its taxable paid-up
capital, which is deemed to be used by the bank in the fiscal
year in each jurisdiction outside Ontario determined under
rules prescribed by the regulations.

s. 134,

16. Section 134 of the said Act is amended by striking out "138,
139, 140, 141, 142 or" in the second and third lines.

SS. 138-142,

repealed

17. Sections 138, 139, 140, 141 and 142 of the said Act are
repealed.

s.143,

18.-(1) Section 143 of the said Act is amended by adding thereto

capital

amended

amended

Insurance
corporation,
what included
R.S.0.1970,
c. 224

s. 143 (4) (b),

re-enacted

the following subsection:
(2a) For the purposes of this section, "insurance corporation"
and "corporation", as the case may be, include underwriters and
syndicates of underwriters operating on the plan known as
Lloyds, and include fraternal societies as defined in The Insurance A ct.
(2) Clause b of subsection 4 of the said section 143 is repealed
aml the foll()wing substituted therefor:
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(b) fraternal societies as defined in The lnsurm;ice Act, ~-~2~.1970,
with respect to contracts entered into prior to the
first day of January, 1974;
(ba} mutual benefit societies as defined in The Insurance
Act, or

$.141.

19. Section 144 of the said Act is repealed.

20.-(1} In this section, "the principal Act" means The
T ax A ct, 1972.

repealed

Corporations~0ei;;~e:Jeapplication

(2} This Act, except sections 1, 3, 4, 5, 6, 7, 8, 11, 12, 13, 14,Idem
15, 16, 17 and 19, comes into force on the day it receives
Royal Assent.
(3) Sections 1, 3, 6, 7, 8 and 13 shall be deemed to haveldem
come into force on the 1st day of January, 1972 and apply
to corporations in respect of all fiscal years that end
during or after 1972.
(4) Section 4 shall be deemed to have come into force on theidem

13th day of April, 1973, and applies to corporations in
respect of all fiscal years that end after the 12th day of
April, 1973, but only with respect to amounts that were
paid or credited or that were deemed to have been paid
or credited after the 12th day of April, 1973 by virtue
of clause l of subsection 1 of section 22 of the principal
Act, as re-enacted by this Act.
(5) Section 5 shall be deemed to have come into force on theldem
13th day of April, 1973, and applies where a corporation,
after the 12th day of April, 1973, sold, pledged, assigned
or in any other manner disposed of any security received
by it as payment in whole or in part for the sale of property
in respect of which the corporation has been allowed a
deduction under clause p of subsection 1 of section 24 of
the principal Act.
(6} Sections 11, 12, 14, 15, 16, 17 and 19 shall be deemed toidem
have come into force on the 13th day of April, 1973 and
apply to corporations with respect to all fiscal years that
end after the 12th day of April, 1973, except that, in
determining the tax payable by a corporation under Part III
of the principal Act, as amended by this Act, with respect
to the fiscal year of a corporation that ends after the
12th day of April, 1973 and that includes that day, the
following rules apply,
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(a) det ermine the tax under Part III of the principal
Act, as amended by this Act that, but for the rules
made a pplicable by this section, would be payable
by the corporation for a fiscal year that ends after
the 12th day of April, 1973 and that includes that
day ;
(b) determine the proportion of the amount determined
under clause a that the number of days of the fiscal
year that follow the 12th day of April, 1973 bears
t o the total number of days of that fiscal year;
(c) determine the tax that, but for the rules made
applicable by this section, would be payable for the
fiscal year that ends after the 12th day of April,
1973, and that includes that day under Part III or
IV of the principal Act, as the case may be, as those
parts stood prior to the 13th day of April, 1973,
and on the assumption that those parts were applicable to that fiscal year ;
(d) determine that proportion of the amount determined
under clause c that the number of days of the fiscal
year prior to the 13th day of April, 1973 bears to the
total number of days of that fiscal year;
(e) determine the aggregate of the amounts determined
under clauses b and din respect of the corporation,
and the aggregate determined under clause e is the tax
u n der Part III of the principal Act, as amended by this
Act, that is payable by the corporation for its fiscal year
that ends after the 12th day of April, 1973 and that
includes that day.
Short title

2 1 . This Act may be cited as The Corporations Tax Amendment

A ct , 1973.

